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ATTACHMENT 1
CR-103
Chapter 415-501 WAC

Citation of existing rules affected by this order:

Repealed: 415-501-020, 415-501-305, 415-501-310, 415-501-350, 415-501-360, 415-
501-470, 415-501-492, 415-501-710, 415-501-720

Amended: 415-501-010, 415-501-110, 415-501-315, 415-501-320, 415-501-330, 415-

501-340, 415-501-370, 415-501-380, 415-501-390, 415-501-410, 415-501-415, 415-501-
416, 415-501-417, 415-501-420, 415-501-430, 415-501-440, 415-501-450, 415-501-475,
415-501-480, 415-501-485, 415-501-486, 415-501-487, 415-501-491, 415-501-493, 415-
501-494, 415-501-495, 415-501-510, 415-501-520, 415-501-530, 415-501-540, 415-501-
550, 415-501-560, 415-501-570, 415-501-580, 415-501-590, 415-501-600, 415-501-610

Suspended: None



AMENDATORY SECTION (Amending WSR 02-01-121, Ffiled 12/19/01,
effective 1/1/02)

WAC 415-501-010 ((Peferred—— —compensation———plan
established-)) What is the purpose of this chapter, and does it

apply to me? ((Hh——acecordance—with)) (1) This chapter
establishes the ™"deferred compensation plan™ according to the
provisions of RCW 41.50.030(2), 41.50.088(2), 41.50.770, ((and))

41.50.780, and ((as—provided—in)) Section 457 of the Internal
Revenue Code((s—the—state—ofF Washington—hereby—establishes—the
deferred—compensation—plan)). This plan is for employees of the

state of Washington and approved political subdivisions of the

state of Washington((v—herelnafter—referred—to—as—the—plan—

(2) Thls chapter does not:

(a) Apply to any other plan administered by the department;

(b) Constitute an employment agreement between the
participant and the employer; or

(c) Give a participant any right to be retained in the
employ of the employer.

AMENDATORY SECTION (Amending WSR 02-01-121, *filed 12/19/01,
effective 1/1/02)

WAC 415-501-110 Definitions. (1) Accumulated deferrals.
Compensation deferred wunder the plan, adjusted by income
received, iIncreases or decreases in investment value, fees, and
any prior distributions made.

(2) Beneficiary. A beneficiary of a participant, a
participant®s estate, or any other person whose interest in the
plan 1s derived from the participant.

(3) Compensation. All payments made to a public employee
by the employer as remuneration for services rendered.

(4) Deferred compensation. The amount of the participant”s

compensation ((which—the—participant—and—the—employer—shall
Y o I I hicl I _ _
earned)—wiH—be—deferred)) that 1i1s deferred under a
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participation agreement. See WAC 415-501-410.

(5) Deferred compensation plan or plan. A plan that allows
employees of the state of Washington and approved political
subdivisions of the state of Washington to defer a portion of
their compensation according to the provisions of Section 457(b)
of the Internal Revenue Code.

(6) Department. The department of retirement systems
created by RCW 41.50.020 or its designee.

((€8))) (7 Eligible employee. Any person who is employed
by and receives any type of compensation from ((the)) an
employer for whom services are provided, and who is a full-time,
permanent part-time working half-time, or more, or career
seasonal employee of the employer, whether or not covered by
civil service; an elected or appointed official of the executive
branch of the government, iIncluding any full-time member of a
board, commission, or committee; a justice of the supreme court,
or a judge of the court of appeals or of a superior court; or a
member of the state legislature.

(D)) (8) Eligible rollover distribution. A distribution
to a participant of any or all funds from an eligible retirement
plan unless it is:

(a) One iIn a series of substantially equal annuity
payments;

(b) One 1In a series of substantially equal installment
payments payable over ten years or more;

(c) Required to meet minimum distribution requirements of
the plan; or

(d) Distributed for hardship or unforeseeable emergency
from a 457 plan.

((€8))) (9) Employee retirement benefits board. The board
created by RCW 41.50.086.

((€9))) (10) Employer.

(a) The state of Washington; and

(b) Approved political subdivisions of the state of
Washington.

((18))) (A1) Normal retirement age. ((Fhe—range—ofF-ages))
An age designated by the participant for purposes of the three-
year catch-up provision described in WAC 415-501-430(2). The
participant may choose a normal retirement age between:

(a) The earliest age at which an eligible participant has
the right to receive retirement benefits without actuarial
adjustment ((uhder—any—employer—-authorized—plan)) from his/her
retirement plan with the same employer; and

(b) Age seventy and one-half.

((&EH)) (12) participant. An eligible employee:

(a) Who has submitted a participation agreement that is
approved by ((BRS)) the department; and

(b) Who either:

(i) Is currently deferring compensation under the plan; or
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(i1) Has previously deferred compensation and has not
received a distribution of his/her entire benefit under the
plan.

((2)) ((13) Participation agreement. The agreement
executed by an eligible employee pursuant to WAC 415-501-410, 1in
which the eligible employee chooses to become a plan
participant.

((E3)—Severance—of employment— TFermination—of —employment
with—an—employer-)) (14) You, as used in this chapter, means a

participant as defined in subsection (12) of this section.

NEW SECTION

WAC 415-501-312 What laws govern the administration of the
plan? This plan is iIntended to be an eligible state deferred
compensation plan within the meaning of Section 457(b) of the
Internal Revenue Code and Washington state law. It 1is
interpreted and administered accordingly.

The department is authorized to interpret the provisions of
this plan and resolve any ambiguity in the plan. In the event
any form or other document used 1iIn administering this plan
conflicts with the terms of the plan, the terms of the plan
prevail.

AMENDATORY SECTION (Amending WSR 00-11-104, filed 5/18/00,
effective 6/18/00)

WAC 415-501-315 ((Empleyer—responsibility-)) What are my
employer"s responsibilities? ((Fhe)) An employer ((as—plan
sponsor)) has responsibilities including, but not limited to,
monitoring Tfor deferral [limits and determining employees”
eligibility to participate.

The department®s administration of the plan does not

replace the employer®s responsibilities ((as—theplan-sponser)).
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AMENDATORY SECTION (Amending WSR 00-11-104, filed 5/18/00,
effective 6/18/00)

WAC 415-501-320 ((Fax—status—not—guaranteed-)) What are

the tax consequences of participating in the plan? You should
consult with your own representative regarding questions of
federal or state income, payroll, personal property or other tax
consequences arising from your participation in this plan. The
department does not:

(1) Represent or guarantee that any particular federal or
state income, payroll, personal property or other tax
consequence will occur because of ((the—participant-s)) your
participation in this plan;

(2) Assume any liability for ((a—parFticipantss)) your
compliance with the Internal Revenue Code.

((Fhe—participant—should——consult—with—his/her—own
representative—regarding—alHl—questions—ofF Federal—oF —state
Hncomes—payroH;—personal—property—or—other—tax—consequences

=)

AMENDATORY  SECTION (Amending WSR 00-11-104, filed 5/18/00,
effective 6/18/00)

WAC 415-501-330 ((Pepartment—to—maintaln—records—of
aceounts-)) Does the department maintain a record of my account?

((Fo—facilitate—an—orderly administration—of the—plany)) The
department ((shall)) maintains ((er—cause—to—be maintained)) a

deferred compensation ((dedger)) account ((with—respect—to)) for

each participant.
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AMENDATORY SECTION (Amending WSR 00-11-104, filed 5/18/00,
effective 6/18/00)

WAC 415-501-340 ((Deferred compensation accounts.))
Where i1s my deferred compensation deposited? ((AH—deferred

The department deposits deferred compensation into a special
fund created in the treasury of the state of Washington called
the "deferred compensation principal account.” Amounts in the
deferred compensation principal account may be invested
according to RCW 41.50.770. All amounts payable to participants
or their beneficiaries are paid from the deferred compensation
principal account.

All costs of administering and staffing the plan, expenses
of the department, and other amounts determined by the
department and permitted by law, are paid out of the deferred
compensation administrative account.

AMENDATORY  SECTION (Amending WSR 00-11-104, filed 5/18/00,
effective 6/18/00)

WAC 415-501-370 ((Pecision—binding=)) How are the rights
of participants and beneficiaries determined? ((Fhe—department
= - = n T
S authe[|§ed to d?EelmrUe a?y atﬁels fe“fe'“'Qg EUe "?“f? F'

HacH kci kci =) (D

The department has the authority to decide all issues concerning
the rights of participants and beneficiaries under the plan.
The department®s determination is binding on the participant and
beneficiaries.

(2) A participant or beneficiary may file a petition for

[ 5] 0OTS-7520.2




review under chapter 415-04 WAC or an application under WAC 415-
08-015(2) for review of a decision to deny an application for
distribution pursuant to WAC 415-501-510.

AMENDATORY SECTION (Amending WSR 02-01-121, filed 12/19/01,
effective 1/1/02)

WAC 415-501-380 ((Pepartment—may—reguire—court—ordery))

How are questions about distributions resolved? 1) The

department ((eF——the——empleyer———+f——+n——deubt——eenee#n+ng——the

Feee+ve——them)) may suspend dlstrlbutlon of your accumulated

deferrals i1n order to resolve issues beyond i1ts authority, such
as the correctness of the distribution, amount of the
distribution, or 1identity of the entitled recipient(s). The
suspension will continue until all issues are resolved, either
by written agreement of all parties concerned or by final order
of a court of competent jurisdiction. The department and ((&he

employer—shall)) all involved parties must comply with the final
order(s) of the court in any such suilt((s-—anrd—the—participants
Ffor—the —participant—and—the—participant-s—beneficiary—or

beneficraries, consents to be bound thereby)).
(2) Whenever a distribution ((ef-acecumulated—deferrals)) is

suspended pursuant to this section, the time period for ((a
participant—or—beneficiary)) making any choice under WAC 415-
501-485 or 415-501-491 through 415-501-494 ((shalh)) will not
begin until ((ameuntl(s)—and—persoenls)—entitled—aredetermined
eitther by a written agreement of all parties concerned or by a
courtjudgment—that hasbecome—Final)) all issues are resolved.

AMENDATORY  SECTION (Amending WSR 00-11-104, filed 5/18/00,
effective 6/18/00)

WAC 415-501-390 ((Pelegation—oF—authority-)) Can the
department delegate i1ts authority? The department may delegate

((#ts)) functions ((x0—be)) performed under this plan to any
designee with legal authority to perform such functions.
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AMENDATORY SECTION (Amending WSR 00-11-104, filed 5/18/00,
effective 6/18/00)

WAC 415-501-410 ((EaroHment-)) How do I enroll in the
plan? (1) As an eligible employee, you may ((become—a
participant)) enroll 1n the plan by executing a participation
agreement. ((Gempensat+en—4#rLL—{ﬁ+—defe¥¥ed#—fer—4ﬁﬁk—ealendar

plan-)) By signing the participation agreement, you authorize

your employer to reduce your gross compensation each month by a
specific amount. This amount will be contributed to your
deferred compensation account. Your employer will reduce your
compensation by the specified amount until you change the amount
(WAC 415-501-450) or suspend contributions (WAC 415-501-470).

(3) Deferrals from your compensation will start during the
calendar month after the month your participation agreement 1is
approved by the department.

AMENDATORY SECTION (Amending WSR 02-01-121, Ffiled 12/19/01,
effective 1/1/02)

WAC 415-501-415 ((Fransfers—into—plan— from—ehigible
retirement—plans-)) May 1| move fTunds i1nto the plan from an
eligible retirement plan? D ((Ab*JJ43L—te~—tFaHSf6F——H%————A
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From—non-457—ekHgible —retirement—plans—For—this—purpesex))

Rollover. You may roll pretax contributions into the plan from
an individual retirement account (IRA) or from another eligible
retirement plan.

(a) The plan will keep a separate accounting of all funds
rolled into the plan.

(b) Distributions of money rolled into the plan may be
subject to an additional ten percent tax on early distributions.

(2) Plan-to-plan transfer. You may transfer money into the
plan from another eligible governmental Section 457(b) plan
maintained by political subdivision, subject to the following
conditions:

(a) The political subdivision also participates in DCP;

(b) The transferor plan allows direct plan-to-plan
transfers; and

(c) You are employed by the political subdivision at the
time of the transfer.

(3) Rollover/transfter application. You must complete the
appropriate form to transfer or roll money over into ((a&)) your

deferred compensation account((-—a—participantmustcomplete the
appropriate—Form)). Forms are available through the department
or on its website ((Chttp/LAwww-—wa-—gov/ldrs/depr))).

AMENDATORY SECTION (Amending WSR 02-01-121, Ffiled 12/19/01,
effective 1/1/02)

WAC 415-501-416 ((Fransfers—From—plan—into—other—ehigible
retirement—plans-)) May | move funds from the plan into another

eligible retirement plan? (1) ((Ability to transfer out.
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ChtepSLLwwwv—wa—govldrs/deprH-)) Rollover. Subject to the rules

of the receiving plan, you may roll pretax contributions into an
individual retirement account (IRA) or another eligible
retirement plan after separation from service.

(2) Plan-to-plan transfer. You may transfer money:

(a) Through a plan-to-plan transfer into another eligible
governmental Section 457(b) plan after you terminate employment,
if the receiving plan allows the transfer and you are employed
by the sponsor of the receiving plan.

(b) Through a plan-to-plan transfer into another eligible
governmental Section 457(b) plan maintained by a political
subdivision if the receiving plan allows the transfer and you
are employed by the political subdivision both before and after
the transfer.

(c) Through a plan-to-plan transfer to purchase service
credit in a governmental Section 401(a) plan.

Transferred funds are governed by the rules of the
receiving plan.

(3) Subject to the rules of the receiving plan, if your
spouse becomes eligible to vreceive a distribution as
beneficiary, your spouse may roll an eligible rollover
distribution from his/her deferred compensation account into an
eligible retirement plan in which he or she is a member.

(4) Rollover/transfer application. You or your spouse must
complete the appropriate form to transfer or roll money over
from your deferred compensation account. Forms are available
through the department or on its website.
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AMENDATORY SECTION (Amending WSR 02-01-121, Ffiled 12/19/01,
effective 1/1/02)

WAC 415-501-417 ((Using—deferred—compensation—Funds—to

+t-)) How do I purchase service credit iIn a
qualified defined benefit retirement plan? (1) What is allowed.
Subject to the requirements of the receiving retirement plan,
((a—partictpant)) you may make a direct transfer of funds from
((h#s—or—her)) your deferred compensation account to purchase,
restore, or reinstate ((eligible)) service credit 1iIn any
qualified defined benefit government retirement plan.

(2) Who 1is eligible. ((Ary—plan—participant)) You may
transfer funds, whether or not you are employed at the time of
the transfer.

(3) How to request a transfer.

(a) ((A—participant)) You may request a transfer by
submitting a completed form to the department.

(b) Forms are available through ((BRS)) the department or
on 1ts website ((Chtep/LLww—wa—govidrstdeps))).

(4) Tax consequences. ((Participants)) You are advised to
consult with a tax professional regarding the tax consequences
of this transaction.

AMENDATORY SECTION (Amending WSR 02-01-121, Ffiled 12/19/01,
effective 1/1/02)

WAC 415-501-420 What are the annual deferral limits((=))?
((H)) Except as provided 1iIn WAC 415-501-430 (catch-up
provisions), the maximum ((that—a—participant)) you may defer
((under—the—plan)) for any taxable year ((shall—nhot—exceed)) is
the lesser of:

((®))) () One hundred percent of ((the—participant=s))
your includible compensation as defined in IRC Section 457
(e)(5), and Treasury Regulation 1.457.2(g), and determined
without regard to community property laws; or

(()) (@) The annual deferral ((ameunt)) limit In the
following table:

For taxable year beginning | Annual deferral ((ameunt))
in calendar year: limit:
2001 $8,500
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2002 $11,000

2003 $12,000
2004 $13,000
2005 $14,000
2006 $15,000
Beginning January 1, 2007 $15,000

plus cost-of-living
adjustments, if any,
established by the
IRS under 26 USC
457

AMENDATORY SECTION (Amending WSR 02-01-121, *filed 12/19/01,

effective 1/1/02)

WAC 415-501-430 ((*Catech—up™——provisions-)) Are there
exceptions to the annual deferral limits? ((Fwo—"catech—-up-

options—alHow—a—participant—te)) You may defer more than the
annual deferral limit set ((¥ferth)) iIn WAC 415-501-420 if you
qualify to use one of the "catch up"™ provisions described in
this section. ((A—participant)) You may not use both catch-up
provisions during the same taxable year.

(1) Age fTifty and over: ((A—participant)) You may defer a
higher amount during any plan year in which ((the—participant

#s)) you are age Tifty or older. The maximum ((a—participant))
you may defer each year ((shall—be)) is the sum of:

(a) The annual deferral amount in WAC 415-501-420 for the
current taxable year; and
(b) ((Ihe—lesse#—ef—

€11))) The amount in the following table:

For taxable year beginning | ((Annual-deferral
in calendar year: amount:)) Age 50 deferral
limit:
2002 $1,000
2003 $2,000
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2004 $3,000

2005 $4,000
2006 $5,000
Beginning January 1, 2007 $5,000

plus cost-of-living
adjustments, if any,
established by the
IRS under 26 USC
414

(2) Three vyears before normal retirement age: ((A
participant)) You may defer a higher amount during a period of
three consecutive years immediately preceding ((any)) the

taxable year ((the—participant—reaches)) 1In which you reach
normal retirement age as defined in WAC 415-501-110((19)))

(11). The maximum ((a—participant)) you may defer during each
of the three years ((shalHlbe)) is the lesser of:

(a) Twice the annual deferral ((ameunt——undeF)) limit
established in WAC 415-501-420(());

(b) ((Fhe—sumof=

H—The—-annual-deferralamount—In-—WAC415-501-420(1)+—plus

sectiony)) The sum of the annual deferral limit established in
WAC 415-501-420, plus the portion of the annual deferral limit
for any prior taxable year that you have not previously used.

(i) For years prior to 2002, amounts you deferred under
certain other plans must be considered iIn determining the unused
amount, consistent with Treasury Regulation 1.457-4(c)(3)(iv).

(ii) A prior taxable year ((shall)) may be taken into
account only if:

((@))) (A) It begins after December 31, 1978;

(((b)—Fhe—participant—was)) (B) You were eligible, during
any portion of the taxable year, to participate in the plan
((during—any—portion—oF —the —taxable—year;—orF—elhigible—to
participate in an eligible 457 plan sponsored by another
entity)); and

((€))) (C) Compensation deferred under the plan during
((the—taxable)) that year, ((O)if any((3)), was subject to a
deferral limit under WAC 415-501-420.
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AMENDATORY SECTION (Amending WSR 00-11-104, filed 5/18/00,
effective 6/18/00)

WAC 415-501-440 ((Pepartment—may—disallow—deferral-)) How
are deferral limits monltored7 ((Ihe—pa#t+e+pant—aeknewledges

assure that amounts deferred are in compliance with such
Hmitationss)) (1) Under WAC 415-501-315, employers will monitor

deferrals to ensure that amounts deferred comply with the
limitations in WAC 415-501-420 and 415-501-430.

(2) The department may also monitor deferrals and has the
authority to disallow deferral of compensation iIn excess of the
statutory limits.

(3) You must also monitor your deferrals to ensure that
combined deferrals in two or more deferred compensation plans do
not exceed the deferral limits.

(4) It the plan determines that your deferrals into the
plan have exceeded the deferral limit, the excess deferrals will
be distributed to you as soon as administratively practicable.

AMENDATORY SECTION (Amending WSR 00-11-104, filed 5/18/00,
effective 6/18/00)

WAC 415-501-450 ((Medification—of deferral—or—investment
eption(s)-)) May |1 change my deferral amount? ((Peferral—or

1nvestment option(s) may be changed. A participant)) You may
change ((histher—deferral—or investment—option(s))) the amount
of your deferred compensation through the methods established by
the department. ((CA—benefrcrary—or—benefictartes—entitled—to
receive accumulated deferrals may also change iInvestiment

optitons—)—Deferral)) Changes may be made only in:
(1) Whole dollar increments ((e¥));

(2) Whole percentages 1if percentage deferrals are allowed
for ((the—participant=s)) your employer.

A change iIn the ((deferral)) amount ((shaHt)) will be
effective for any calendar month only if ((the—participant
npotiFies)) you notify the department ((er—its—designee)) of the

change, through the methods available, prior to the month for
which the change 1is requested and prior to the established
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payroll cutoff date((s)) for ((the—participant-s)) your
employer ((—Fer—which—the—change—will-oceur)).

AMENDATORY  SECTION (Amending WSR 00-11-104, filed 5/18/00,
effective 6/18/00)

WAC 415-501-475 ((dnavestment—options-)) May | choose how 1

want my deferred compensatlon mvested’> ((Eaeh——pa#t+e+eant

the—nvestrient—characteristics—ot—the nvestrent—option—betng
closed—or—changed-)) (1) The state investment board, in

consultation with the employee retirement benefits board, makes
certain investment options available to plan participants. The
investment board may:

(a) Open, change, or close investment options according to
its 1Investment policy; or

(b) Change investment managers for any investment option.

(2) You must designate on your participation agreement the
investment option(s) in which you wish to have your deferrals
invested.

(3) Changes in investment options.

(a) You may change investment options at any time through
the methods established by the department. You may change the
investment of your accumulated deferrals; the investment of your
future deferrals; or both.

(b) Beneficiaries receiving a distribution may change
investment options through the methods established by the
department.

(c) If the state iInvestment board closes or substantially
changes an 1i1nvestment option, the state investment board may
transfer the funds 1iInvested in that option to another option
that, i1n the board®"s judgment, most closely represents the

[ 14 ] 0TS-7520.2



investment characteristics of the option being closed or
changed.

AMENDATORY  SECTION (Amending WSR 00-11-104, filed 5/18/00,
effective 6/18/00)

WAC 415-501-480 ((Pesignation—of beneficiaries-)) How do 1
designate my beneficiaries? ((Each—participant—shall)) You have
the right to designate a beneficiary or beneficiaries to receive
your accumulated deferrals iIn the event of ((the—participant-s))
your death. ((HF—no—suych—desighration—is—in—effect—on—a
partErcipant-s—death—the—benetictary—shalHl—be—the—survibring
spouse. It there be no such surviving spouse, then the
beneficrary shall be the participant®™s estate. A participant))
You may change ((h#stfher)) your beneficiary designation at any
time by filing ((the—appropriate)) a beneficiary change form
with the department. The change will take effect upon the
department®s receipt of the beneficiary change form.

((Fhe—participant)) You may name:

(1) ((A—designhated)) An organization or person ((Gneluding
without—Hmitation—hisszher)), including unborn or later adopted

children((Q))-. ((#$¥)) However, unborn or later adopted children
((are—to—be—included,the designationmustso—indicate)) must be
specifically designated as beneficiaries on the form. You must
indicate the date of birth ((must—beFurnished)) for any living
person ((who—ks—named)) you name as a beneficiary.

(2) ((H#s—orher)) Your estate.

(B) ((A)) An existing trust ((wWhich—#s—in—existence;)) or
((whi#ech)) a trust that 1s to be established under ((the
participant s)) your last will. For an existing trust, ((the
participant)) you must provide a copy of the trust document and
the name, address((s)) and telephone number of the current
trustee((, and the tax wdentiTication number)).

((Fhe—participant)) You may name contingent beneficiaries

in addition to primary beneficiaries.
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AMENDATORY SECTION (Amending WSR 02-01-121, Ffiled 12/19/01,
effective 1/1/02)

WAC 415-501-485 ((Bistribution—to—participant-)) How do 1

obtain a distribution? Distribution from the plan i1s governed
by ((HRE)) Internal Revenue Code Sections 401 ((a)(9) and
457(dD)(()); the treasury regulations interpreting these
sections; and these vrules to the extent they are not
inconsistent with the Internal Revenue Code. The options for
distribution are set forth in the DCP Distribution Booklet. The

booklet will be mailed to ((the—participant—upon—notification
from—the—employer—of —severance—from—service)) you when your

employer notifies the department of your termination of
employment.

(1) Date of distribution. ((A—participant)) You may choose
the date on which to begin distribution from ((h#s—er—he¥r)) your
deferred compensation account, subject to the requirements 1iIn
(a) through (c) of this subsection. The department must receive
((the—election—Form)) a properly completed distribution form
from you at least thirty days prior to the date distribution 1is
to begin.

(a) Earliest date. ((Bistribution—to—a—participant)) You

may not begin distribution prior to ((the—participant's
severance—From)) your termination of employment, with the

following ((¥hree)) exceptions:

(i) A distribution for an unforeseeable emergency under WAC
415-501-510;

(i1) A voluntary 1in-service distribution under subsection
(4) of this section; or

(it1) A distribution from ((renr-45¢)) Tunds that were
rolled into the deferred compensation account.

(b) Latest date. ((Bistribution—to—a—participant)) You
must begin distribution on or before April 1st of the calendar
year following the latter of:

(1) The calendar year in which ((¥he—participant—reaches))

you reach age seventy and one-half; or

(i1) The calendar year in which ((the—participant)) you
retire((s)).

(c) If ((a—participant—dees)) you do not make a timely
choice of distribution date, the department will begin
distribution ((#r—acecordance—with)) according to the minimum
distribution requirements In IRC Section 401 (a)(9).

(2) Method of distribution. ((Fhe—participant—may)) You

must choose a distribution method (amount and frequency) from
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the payment options outlined in the DCP Distribution Booklet.
Payment options include a lump sum payment, periodic payments,
or an annuity purchase.

(a) Periodic payments must be at least fifty dollars per
month (if paid monthly) or six hundred dollars per year.

(b) Beginning at age seventy and one-half or when you
terminate employment, whichever comes later, payment must be in
an amount to satisfy minimum distribution requirements in IRC
Section 401 (a)(9).

4))) Voluntary in-service distribution. ((An  active
ici )) You may choose to ((¥eecelhve—anr—ih-service
cHstribution—o¥f)) withdraw the total amount payable to ((the
participant)) you under the plan while you are employed if the

following three requirements are met:

(a) The total amount payable to ((the—participant)) you

does not exceed five thousand dollars;

(b) ((Fhe—participant—has)) You have not previously

received an in-service distribution; and

(c) ((Fhe—participant-s)) Your deferrals have been
suspended during the preceding two-year period ending on the
date of the in-service distribution.

(4) Unforeseeable emergencies. See WAC 415-501-510.

(5) Rehire. |If you terminate and then return to employment
for an eligible employer, you may reenroll in the plan. The
department will stop your distribution, if applicable, and void
any choices of distribution date and method made prior to
reenrolIment.
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AMENDATORY SECTION (Amending WSR 02-01-121, Ffiled 12/19/01,
effective 1/1/02)

WAC 415-501-486 ((Bistribution———n———the—event—of

participant-s—death-)) How will my accumulated deferrals be

distributed in the event of my death? IT ((the participant
eHes)) you die before ((the)) your entire deferred compensation

account has been distributed, accumulated deferrals ((shall))
will be paid to the beneficiary or beneficiaries you have

designated ((by—the participant—pursuant)) according to WAC 415-
501-480. IT no benefucuary iIs designated or if the designated

beneficiary does not survive ((the—participant)) you by a period
of thirty days, ((then)) accumulated deferrals ((shalh)) will be
paid to ((the—participant-s)) your surviving spouse, if any. IFf

((the—participant—-has—ne)) you do not have a surviving spouse,
the accumulated deferrals ((shall)) will be paid to ((the

participant-s)) your estate. Provisions regarding distribution
to various classes of beneficiaries are set forth in WAC ((415-
501-491)) 415-501-487 through 415-501-494.

AMENDATORY SECTION (Amending WSR 02-01-121, *filed 12/19/01,
effective 1/1/02)

WAC 415-501-487 ((Bistribution———n———the—event—of
benefictary-s—death-)) If my beneficiary dies while receiving my

accumulated deferrals, who will get the remainder of the

account? ((+f—Ta——?enef+eiaFy——beeemes——ent+tled——te——¥eee+ve

your beneficiary dies while receiving distributions, any
remaining balance will be paid to your beneficiary®s estate.
Distribution will take place iIn the second month following the
notification of the beneficiary™s death, unless benefits are
being paid under an annuity Yyou purchased ((by—+the
participant)). IT benefits were being paid under an annuity,
distribution ((shalH)) will be governed by the terms of the
annuity contract.
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NEW SECTION

WAC 415-501-488 How will the account be distributed if my
beneficiary is my spouse? |If you die before the entire account
has been exhausted, your spouse beneficiary will receive your
accumulated deferrals according to the provisions of this
section.

(1) Date of distribution. Your spouse beneficiary may
choose the date on which to begin receiving the distribution,
provided:

(a) The spouse beneficiary notifies the department of the
distribution date within ninety days from the date the
department is notified of your death.

(b) The department receives the election form at Ileast
thirty days before distribution is to begin.

(c) Distribution begins on or before the first day of April
of the calendar year following the latter of:

(i) The year you would have reached age seventy and one-
half; or

(i1) The calendar year in which you die.

IT the beneficiary does not make a timely choice of
distribution date, the department will begin distribution
according to the minimum distribution requirements in IRC 401
(@ (9).-

(2) Method of distribution. The spouse beneficiary must
choose a distribution method from the payment options outlined
in the DCP Distribution Booklet, which will be mailed to your
beneficiary when the department 1is notified of your death.
Payment options include a lump sum payment or periodic payments,
provided:

(a) The amount and frequency allows for distribution of the
entire account balance during the beneficiary"s life expectancy,
as computed by the Department of Treasury in IRS Regulation
1.72.9; and

(b) Periodic distributions made by the department are at
least Tifty dollars per month, 1If paid monthly, or six hundred
dollars per year.
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AMENDATORY SECTION (Amending WSR 02-01-121, Ffiled 12/19/01,
effective 1/1/02)

WAC 415-501-491 ((Bistribution——to—a—beneficiary,—iF
cHstribution—to—the participanthas previoushybegun-)) How will

the account be distributed If my beneficiary iIs not my spouse?

I ((aparticipant—dies—after—distribution—has—begun—but)) you
die Dbefore the entire account has been exhausted((s—the

e e | FiciaryCics - iotributi

participant)) and your beneficiary iIs not your spouse, Yyour
accumullated deferrals will be distributed according to the
provisions of this section.

(1) Date of distribution. ((A beneficrary must choose a

death-)) A nonspouse beneficiary may choose the date on which to
begin receiving the distribution, provided:

(a) The Dbeneficiary notifies the department of the
distribution date within ninety days from the date the
department is notified of your death.

(b) The department receives the election form at least
thirty days before distribution iIs to begin.

(c) Distribution begins on or before the first day of April
of the calendar year following the latter of:

(i) The year you would have reached age seventy and one-
half; or

(i1) The calendar year in which you die.

IT the beneficiary does not make a timely choice of
distribution date, the department will begin distribution
according to the minimum distribution requirements in IRC 401
@qQO).-

(2) Method of distribution. ((Subject—to—theregquirements
of—(a)—through—(dH)—oF —this—subsections—the)) A nonspouse
beneficiary ((may)) must choose a distribution method (((ameunt
and—Frequeney))) fTrom the payment options outlined iIn the DCP
Distribution Booklet, which will be mailed to your beneficiary
when the department is notified of your death. ((Payment
optiens—include)) Your beneficiary may choose a lump sum payment
or periodic payments.

(2) ((Fhe—benefrctary—must—choose—an—amount—and—Freguency
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the—TFreasury—and—set—Forth—in—IRSRegulation—1-72-9-)) If the

nonspouse beneficiary begins distribution by the thirty-first
day of December of the year following your death:

(i) The amount and frequency must allow for distribution of
the entire account balance during the beneficiary"s life
expectancy, as computed by the Department of Treasury in IRS
Regulation 1.72.9; and

(i1) Periodic distributions made by the department must be
at least fTifty dollars per month, i1f paid monthly, or six
hundred dollars per year.

(b) IT the nonspouse Dbeneficiary does not begin
distribution by the thirty-first day of December of the year
following the year of your death, the entire account balance
must be paid out within five years from the date of your death.

AMENDATORY SECTION (Amending WSR 02-01-121, Ffiled 12/19/01,
effective 1/1/02)

WAC 415-501-493 ((Bistribution—to—an—organization,—estate;
or—trust—as benefictary-)) How will my accumulated deferrals be
distributed if my beneficiary is an organization, estate, or
trust? IT ((the—participant-s)) your beneficiary 1Is an
organization, estate, or trust, the department will make the
distribution as a lump sum iIn the second month following the

((notiFication—oF —the—participant-s—death)) receipt of all

required information.
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AMENDATORY SECTION (Amending WSR 02-01-121, Ffiled 12/19/01,
effective 1/1/02)

WAC 415-501-494 ((Bistribution—to—minor—beneficiariesy))
How will the account be distributed i1f my beneficiary iIs a
minor? (1) The department will distribute deferred compensation
funds on behalf of a minor beneficiary only ((#HF—it—recekves))
upon proof that the minor has either a court-appointed guardian
or a custodian designated in compliance with RCW 11.114.030.

(2) If the department does not receive the proof in
subsection (1) of this section, or iIf the guardian or custodian
is unable or unwilling to serve, the department will request a
court of competent jurisdiction to establish a guardianship
under chapters 11.88 and 11.92 RCW. The department will make
this request no sooner than one hundred eighty days after
notification of ((the—participant-s)) your death, regardless of
the amount at issue.

(3) After a guardianship or custodianship has been
established, either by prior designation or by court order, the
department will transfer the deferred compensation funds to the
named guardian or custodian.

(4) 1T ((aparticipant—has)) you have more than one minor
beneficiary, a separate custodianship must be established for
each minor. Each minor"s interest must be determined in
accordance with the governing instrument and applicable law.
Only one person may be the custodian for each minor.

(5 (Wrrtten confirmation from the guardian or custodian
that—the—Ffunds—havebeen—delivered)) Disbursement of funds to
the guardian or custodian on behalf of the minor discharges the

department from further liability ((For——the—defervred

(6) The guardian or custodian may choose a deferred
compensation distribution date and method on behalf of the
minor, consistent with the requirements of this chapter.
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AMENDATORY  SECTION (Amending WSR 02-12-084, filed 6/4/02,
effective 7/5/02)

WAC 415-501-495 Wwill the department honor domestic
relations orders((=))? (1) The department will honor
((eertain)) a domestic relations order((s)) (DRO) only if the
order:

(a) Was entered by a court of competent jurisdiction.

((D)—Fhedepartment—wiH-honor—a bRO—only— 1 it:
€))) (b) Establishes a right of a ((speuse—o¥)) Tormer
spouse to a portion of ((a—participant-s)) your deferred

compensation account pursuant to a division of property;

((€))) (c) Clearly states either the dollar amount or a
percentage of the account to be transferred to the account of
the ((spoeuse—or)) fTormer spouse from ((the—participant-s)) your
account; and

((€e))) (d) Provides ((the)) your name and date of birth
((ef—the—participant)), and ((the—spouse—o¥)) the name and date
of birth of your former spouse.

(&) (@) You must provide the address and Social

Security number of both you and your ((separated—or)) Tormer
spouse to the department ((bef9Fe—{he—depa¥tment—w+ll—henep—a

BRO)). This information ((ean)) may be submitted in a cover
letter, in another document, or by other means arranged with the
department.

(*»)) (@) To implement a DRO, the department will
establish a separate account for the ((speuse—o¥)) former spouse
in the amount specified In subsection (()))) (1)(c) of this
section. The amount will initially be invested in the savings
pool. Thereafter, the ((speuse—e¥)) fTormer spouse may provide
investment instructions under WAC 415-501-450.

((€5)—TFhe—participant-s—spouse—oFr)) (4) Your former spouse
may choose a method of distribution, 1including a direct
rollover.

((€))) () If a DRO filed with the department prior to
January 1, 2002, provides that distribution to the former spouse
is not available until ((the—participant)) you separate((s))
from service, the department will comply with the express terms
of the order unless i1t iIs subsequently amended.

(6) If the former spouse has not elected another method of
distribution by age seventy and one-half, the department will
begin distribution In accordance with the minimum distribution
requirements in IRC 401 (a)(9).

(7) 1If the former spouse dies before the account is fTully
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distributed, the remaining balance will be paid to the former
spouse”s estate.

AMENDATORY SECTION (Amending WSR 02-02-059, filed 12/28/01,
effective 1/1/02)

WAC 415-501-510 ((Unforeseeable—emergency-)) May | have
some or all of my accumulated deferrals iIn the event of an
unforeseeable emergency? (@D ((Bistribution—Freguest:))
Notwithstanding any other provisions in ((plan—chapter—415-501
WAC, 1n the event of an unforeseeable emergency, a participant))
this chapter, you may request ((the—depa#tment—te—d+st¥+bate))

all or a portion of your accumulated deferrals in the event of

an unforeseeable emergency. ((H—theregquest—is—approved—by—the
departments)) Distribution will be made within sixty days

following ((sueh—an—approval)) the department®s approval of your
request. The amount paid ((shallt)) will be limited strictly to
that amount reasonably necessary to satisfy the emergency need.

(2) For purposes of this plan, an unforeseeable emergency
((shalHH—be)) is severe Tinancial hardship to ((the—participant))
you resulting from:

(a) A ((sudden—and—unexpected)) personal 1illness or
accident ((ef—theparticipantor—ofFa)) or the i1llness or injury
of a spouse or dependent (({as—defined)) who meets the
definition iIn Section 152(a) of the Internal Revenue Code((QO—eo*
theparticipants));

(b) Loss of ((the—participant-s)) your property due to
casualty, including the need to rebuild a home following damage
not otherwise covered by homeowner®s 1iInsurance, e.g., as a
result of natural disaster; or

(c) Other similar extraordinary and unforeseeable
circumstances arising as a result of events beyond ((the)) your
control ((ef—theparticipant)).

(3) The circumstances that ((wi+HH)) constitute an
unforeseeable emergency ((w#H)) depend upon the facts of each
case, but, In ((any)) no case((—distribution—shalHl-notbe made
to— the extent that—such)) will the department approve a
distribution request if the financial hardship is or may be
relieved:

(1) Through reimbursement or compensation by iInsurance or
otherwise;

(i1) By liquidation of ((he—participant-s)) your assets,
to the extent liquidation of such assets would not itself cause
severe fTinancial hardship; or

(i11) By cessation of deferrals under the plan.
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(4) Examples ((eF—what—shall—not—be —considered—to—be

) Mandatory-—suspension-)):

(a) The following types of occurrences are not considered
unforeseeable emergencies:

(i) Sending your child to college; or

(i1) Purchasing a home.

(b) The following types of occurrences may be considered
unforeseeable emergencies, depending on the facts iIn each case:

(1) Imminent foreclosure of or eviction from your primary
residence;

(i1) Medical expenses, including nonrefundable deductibles,
and/or the cost of prescription drug medication;

(ini1) Funeral expenses of your spouse or a dependent as
defined iIn Section 152(a) of the Internal Revenue Code; and

(iv) Extraordinary expenses resulting from a divorce.

(5) ITf the department denies your request for distribution,
you may request a review of that decision according to the
provisions of WAC 415-08-015.

(6) Unforeseeable emergency requests received by the
department, whether approved or denied, will cause a mandatory
suspension ((of the participant as established #n WAC 415-501-
470)) of deferrals to the plan. You may not resume deferrals
sooner than six months from the date of suspension.

AMENDATORY SECTION (Amending WSR 00-11-104, filed 5/18/00,
effective 6/18/00)

WAC 415-501-520 ((Leave—of—absence-)) May 1 stay in the

plan if 1 am on a leave of absence? If ((a—participant—is)) you
are on an approved leave of absence from the employer,

participation in this plan ((shal})) will continue.
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AMENDATORY SECTION (Amending WSR 02-01-121, Ffiled 12/19/01,
effective 1/1/02)

WAC 415-501-530 ((Fermination—ofF—plan-)) What happens if
the plan i1s terminated? The ((employer—or—the department—may—at
any—time)) legislature may terminate this plan at any time.
Upon such termination, accumulated deferrals will be ((pakd
pursuant—to—this—chapter)) distributed to all plan participants
and beneficiaries as soon as administratively possible. The
participants” deferrals will cease.

AMENDATORY SECTION (Amending WSR 00-11-104, filed 5/18/00,
effective 6/18/00)

WAC 415-501-540 ((Amendment—ofplan-)) Does the department
have the right to amend the plan? To the extent not

inconsistent with state and federal law, the department may
amend the provisions of this plan at any time((-—Provideds
howevers—Fhat)). No amendment ((shald)) will affect the rights
of participants or their beneficiaries regarding accumulated
deferrals at the time of the amendment.

AMENDATORY SECTION (Amending WSR 00-11-104, filed 5/18/00,
effective 6/18/00)

WAC 415-501-550 ((Retirement—and—Soctal—Security—not
reduced-)) Will my retirement benefit be affected by the amount

of compensation 1 defer? (1t s intended that, pursuant to

+nseranee——and——ethe#——ret+#ement——plans—)) Deferred amounts are

included as compensation in determining benefits or rights under
the employer™s group insurance and retirement plans.
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AMENDATORY SECTION (Amending WSR 00-11-104, filed 5/18/00,
effective 6/18/00)

WAC 415-501-560 ((Assets—in—Heu—of-ecash-)) May | receive
assets in lieu of cash? Upon the occurrence of any event
requiring the distribution of accumulated deferrals under this
plan, the department may, In its sole discretion, elect to honor
a request from the participant to substitute the transfer in
kind and assignment of any asset ((which)) that the employer has
acquired, at fair market value.

AMENDATORY SECTION (Amending WSR 00-11-104, filed 5/18/00,
effective 6/18/00)

WAC 415-501-570 ((Accumulated—deferrals—not—assignabler))

May 1 transfer or assign my accumulated deferrals? Neither
((the—particpant,—nor—the —participant-s—benefickary—or)) You,
your beneficiaries, nor any other designee, has any right to
sell, assign, transfer, commute, or otherwise convey the right
to receive any distributions under the plan. These
distributions and right thereto are nonassignable and
nontransferable. Unpaid accumulated deferrals are not subject
to attachment, garnishment, or execution and are not
transferable by operation of law iIn event of bankruptcy or
insolvency, except to the extent otherwise required by law. In
the event of any attempt to assign or transfer, the state
investment board and the department will have no liability.
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AMENDATORY SECTION (Amending WSR 00-11-104, filed 5/18/00,
effective 6/18/00)

WAC 415-501-580 ((Plan—assets-)) How are the plan®s assets
protected for the exclusive benefit of participants and
beneficiaries? Despite any contrary provision of the plan, in
accordance with Section 457(g) of the Internal Revenue Code, all
compensation deferred under the plan, all property and rights
purchased with such compensation, and all iIncome attributable to
such compensation, property, or rights ((shalt)) will be held in
trust for the exclusive benefit of participants and
beneficiaries under the plan. Any trust under the plan
((shaH)) will be established under the laws of Washington.

All amounts of compensation deferred under the plan
((shalb)) will be transferred to a trust established under the
plan within a period that iIs not longer than is reasonable for
the proper administration of the accounts of participants.
Under RCW 41.50.780(4) the state investment board 1is made
trustee of state deferred compensation plan assets.

AMENDATORY  SECTION (Amending WSR 00-11-104, filed 5/18/00,

effective 6/18/00)

WAC 415-501- 590 ((Pa#t+e+pat+en—by—depa#tment—eff+eers—and

beard—)) Are department offlcers and employees and members of
the employee retirement benefits board eligible to participate
in the plan? Department officers and employees and members of
the employee retirement benefits board, who are otherwise
eligible, may participate in the plan under the same terms and
conditions as apply to other participants((s—but)).  Such
officers, employees, or board members ((shalH)) may not
participate in any department or board action uniquely affecting
their own participation.

EMPLOYER ((PARHCIRATION)) CONTRIBUTIONS
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AMENDATORY SECTION (Amending WSR 02-01-121, Ffiled 12/19/01,
effective 1/1/02)

WAC 415-501-600 ((Employer—contributions-)) Is my employer

allowed to contribute to my deferred compensation account? The
employer may, pursuant to WAC 415-501-450 ((er—415-501-470)),
add additional deferred compensation for services ((to—be

rendered—by—the—employee)) you provided to the employer during

any calendar month, provided:

(1) ((Fhe—employee—has)) You elected to have such
additional compensation deferred((—investeds—and—distributeds))
pursuant to this plan, prior to the calendar month in which the
compensation is earned; and

(2) Such additional deferred compensation, when added to
all other deferred compensation under the plan, does not exceed
the maximum deferral permitted by this chapter.

AMENDATORY  SECTION (Amending WSR 00-11-104, filed 5/18/00,
effective 6/18/00)

WAC 415-501-610 ((dnvestment—responsibiHty-)) What is the

state 1investment board®s responsibility regarding investments?
Action by the state iInvestment board as plan trustee or by the
department as plan administrator ((wiHH—not—be—considered)) Iis
not an endorsement or guarantee of any iInvestment. Such action
will not be considered to attest to the financial soundness or
the suitability of any investment for the purpose of meeting
future obligations.

((ARRPLICABLELAW))

REPEALER
Code EPS ngégwéag sections of the Washington Administrative
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WAC
WAC
WAC
WAC

WAC
WAC

WAC

WAC
WAC

415-501-020
415-501-305
415-501-310
415-501-350

415-501-360
415-501-470

415-501-492

415-501-710
415-501-720

[ 30

]

Separate plan.

Department to interpret.
Administered by department.
Department and employee retirement
benefits board actions.

Plan prevails.

Suspension and reinstatement of
deferrals.

Distribution to a beneficiary, if
distribution to the participant
has not begun.

Plan to conform to state law.
Plan to conform to federal law.
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